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The  Production  Damage  Mitigation  Account  was  established  by 
the  1989  legislature  as  part  of  a  legislative  package  that 
authorized  the  release  of  certain  new  producing  wells  ( "new"  as  of 
June  30,  1989)  from  the  plugging  and  restoration  bonding 
recjuirements  of  the  Board  of  Oil  and  Gas  Conservation.  This  fund 
provides  the  financial  resources  to  cover  proper  abandonment  by  the 
board  should  an  operator  default  in  his  or  her  obligations  to 
properly  abandon  an  unbonded  well.  The  Production  Damage 
Mitigation  Account  is  funded  by  a  biennial  allocation  of  $50,000 
from  Resource  Indemnity  Trust  (RIT)  interest,  by  a  fee  of  $125  per 
well  for  processing  of  the  bond  release  (Form  #21),  and  by  monies 
collected  when  bonds  are  forfeited  for  non-compliance.  This 
account  allows  the  board  to  address  problem  wells  and  situations  in 
which  significant  resource  and  environmental  damage  can  occur  if 
prompt  action  is  not  taken.  Expenditures  may  be  made  from  this 
account  regardless  of  the  existence  of  a  responsible  party,  and 
projects  may  be  initiated  in  a  relatively  short  period  of  time. 
The  board  pursues  reimbursement  of  the  account,  through  court 
action  if  necessary,  where  a  responsible  party  can  be  identified 
and  there  appears  to  be  a  reasonable  likelihood  of  collection. 

The  Board  and  the  Oil  and  Gas  Conservation  Division  also 
participate  in  the  Reclamation  and  Development  Grants  Program 
(RDGP)  and  are  active  in  undertaking  the  proper  plugging  and 
restoration  of  old  wells  using  this  source  of  funding.  Unlike 
funds  in  the  Production  Damage  Mitigation  Account,  the  RDGP  grants 
are  limited  to  sites  where  a  responsible  party  cannot  be  found. 

During  this  biennium,  the  Oil  and  Gas  Conservation  Division 
expended  funds  from  the  Production  Dcimage  Mitigation  Account  for 
(1)  minor  cleanup  and  restoration  of  three  old  well  sites,  (2) 
plugging  of  five  wells,  and  (3)  a  major  restoration  project  at  two 
recently  abandoned  wells . 

Cleanup 

The  minor  cleanup  work  occurred  at  sites  for  which  a 
responsible  party  could  not  be  found.  These  sites  are  the 
Holman  #2,  Floweree  #1,  and  Haggerty  #1  in  Blaine,  Pondera, 
and  Toole  Counties,  respectively. 

Plugging 

The  Division  plugged  and  restored  the  sites  of  the  NP  #1,  #2, 
and  #3  wells  in  Golden  Valley  County  which  had  been  operated 
by  Western  Sun  Exploration/Randy  Sealey.  The  company's  surety 
had  gone  out  of  business,  and  the  company  was  unable  or 
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unwilling  to  provide  a  substitute  bond.  The  production 
facilities  and  wellhead  equipment  had  deteriorated,  and,  after 
repeated  requests  to  cleanup  the  property  and  repair  the  wells 
went  unheeded,  the  board  found  the  property  non-commercial  and 
authorized  the  plugging  project.  The  Board  has  initiated 
legal  proceedings  against  Western  Sun  to  recover  costs  and 
reimburse  the  account. 

The  division  also  plugged  and  restored  the  surface  of  two 
wells  (State  1-C  and  16-1)  on  a  State  of  Montana  lease  in 
Devil's  Basin  Field,  Musselshell  County,  that  were  operated  by 
Bonanza  Vega  Company.  This  out-of-state  operator  is  bankrupt, 
and  its  only  physical  assets,  production  equipment  in  Devil's 
Basin  Field,  were  seized  and  sold  by  the  county  for  back 
taxes .  The  board  forfeited  Bernanza  Vega '  s  bond  and  authorized 
staff  to  plug  these  two  wells,  which  were  found  to  be  non- 
commercial and  which  required  action  to  mitigate  surface 
damage.  Legal  proceedings  have  not  been  taken  against  Bonanza 
Vega  because  of  the  negligible  likelihood  of  obtaining 
reimbursement.  Bonanza  Vega's  bond  covered  all  but  about 
$2,000  of  the  cost  of  the  project;  the  remaining  wells  covered 
by  the  bond  have  now  been  transferred  to  another  bonded 
operator  who  plans  to  return  as  many  as  possible  to 
production. 

Restoration 

The  division  restored  the  surface  at  two  well  sites  located  in 
irrigated  farm  land  near  Sidney  (Steinbeisser  #10-10  and  Hardy 
#1-3) .  These  wells  were  properly  plugged,  but  the  operator 
(Mr.  Bob  Dennis,  a  North  Dakota  resident)  had  not  performed 
the  rather  extensive  reclamation  needed  to  return  the  land  to 
its  previous  productive  capability.  Notice  was  given  and  a 
hearing  held,  but  the  operator  failed  to  meet  deadlines  to 
perform  the  required  work.  The  board  then  assessed  civil 
penalties  against  the  operator  and  authorized  its  staff  to 
perform  the  surface  restoration.  Legal  proceedings  were 
filed,  and  a  default  judgment  against  Mr.  Dennis  has  been 
obtained.  The  board's  staff  is  consulting  with  a  North  Dakota 
attorney  regarding  possible  collection  of  penalties  and  costs. 

Because  of  state  procedures  recjuired  for  procuring  contracted 
services,  costs  were  incurred  for  advertising  for  bids.  These 
advertising  costs  have  been  charged  against  the  Production  Deunage 
Mitigation  Account;  however,  the  division  has  not  charged  the  time 
or  travel  expenses  of  its  employees  or  any  administrative  costs 
against  the  account. 

Attached  is  the  financial  report  for  the  Production  Damage 
Mitigation  Account,  as  required  in  Section  5-11-210  MCA,  for  the 
period  of  July  1,  1991,  through  December  31,  1992. 


OIL  AND  GAS  PRODUCTION  DAMAGE  MITIGATION  ACCODNT 

Statement  of  Income  and  Ezpendltvires 
July  1.  1991  through  December  31.  1992 


BALANCE  JULY  1,  1991 

FY  92/93  RIT  APPROPRIATION 

INCOME  BY  BOND  FORFEITURES 

Geraldine  V.  Oil  Producers 

Bob  Dennis 

Geostar 

Meridian  for  Western  Sun  Exploration 

Estate  of  Anna  Aronow 

Bonanza  Vega 

PERMIT  FEES  -  FORM  #21 

Keesun  Corporation 

INTEREST  ON  UNEXPENDED  FUNDS 
TOTAL  FUNDS  AVAILABLE 

EXPENDITURES  (by  project) 

Holman  #2 
Floweree  #1 
Haggerty  #1 
NP  #1,  #2,  and  #3 
State  1-C  and  16-1 
Steinbeisser  #10-10 

and  Hardy  #1-3 
Advertising 


2,000.00 
10,000.00 
10,000.00 
10,000.00 
10,000.00 
10.067.67 


300.00 

247.50 

137.00 

52,972.61 

12,035.11 

30,900.00 
72.00 


$  71,271.93 
50,000.00 


52,067.67 

1,250.00 

8.199.57 

$182,789.17 


96.664.22 


BALANCE  DECEMBER  31,  1992 


S  86.124.95 


